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The Adainistration's Basic Trada Principles | Lo
ez

i ' Y

A policy of free and fair trads is in the best interesti:of

the citizens of the United States and the world. Such a policy

produces more jcba, a more productive use of our nation's rosoiis.

ces, more rapid growth and imnnovation, and a higher standard:of,

: living for Americans. Free and fair trade also advancaes-our
> national security interests by strengthening the sconomic afid
political systems of our developed and developing country. pait:

ners. : L__;qa%ﬁ& .
+ . .

¥ bl Mt

Daspite these clear net bensfits, protectionisa has_ bsen
‘on the rise in recent years. Protectionism is costly and contrity
to our nation's economic prosperity and its security :l.nt.orcg]:‘_-’a*
Proposals in Congress for tariff surcharges or quotas, whetheiyok.
not made for the purpose of political gain, are irresponsible=anad

dangerous. : :mg

¢ O
The United States plays the oritical role in ensuringisha -
promoting a fres worldwide trading system. If the United States
falters in its defense and promotion of the free worldwida
trading system, the system will collapse, adversely affecting ‘our
national well-being. : .'i-%gz'
. Bl

) - Our trading partners also have a major cbligation to support
_8 more cpen trading system. Tihis obligatien includes: dismantlifiy
"trade barriers, eliminating subsidies and other forms of unfair
trade practices and entering into trade liberalization negotiatiSns
in the GATT. The international trading system is based upoh
cecperation. 8ince ¥World War IX, we have made enormous progress
in moving toward an open worldwide trading system. Protectionign
threatens to undermine that cooperaticn. Our trading partnéts
zust join us in working to improve thes system of trade that “hars-
contributed to the economic growth and security of ourselves and

our alliss. _ ' ; prowie

America has never been afraid to compete when trade;is
carried ocut under rules and there is a rair opportunityto
compets. Amerkican industry and agriculture are competitive.
worldvide. When the rules are not followec!, however, or what'q"
tair competitive conditions do not exist, then trade is unfair-
and the Administration will taks sction to fight it. e

! ! . ] ! e .;-
/ In its 1981 Statement on U.8, Trade Policy, the Administration:
indicated the high priority that it would give to internationar
trade. In this connection, it emphasized the dual objcctiveqﬁ-
atrengthening the private domestic sconomy through the Presiden ‘

domestic economic recovery
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| trade internationally.  Resl private investment has risenmote
' rapidly than GNP, particularly in the case of producers' duf¥ible

equipaent, and now accounts for a higher share of national output
_ than at any other point in post-war history. This activity
: suggests that U.S. industry is re-equipping with the most:modern
- ' and productive technologies svailable and building a solid.base

[ Y
i
=5 1T R

i
:
|
|

: i to strengthen its long-run competitive position. e M
-Sbriq-mr
v The Administration’s basic spproach in its domestic ecéibiic

and international trade policy has been to allow the o ratioff.be
private narket forces to the maximum extent poss ble.-rThe
U.S. economy today is stronger and mors vibrant than ever befora.
Since 1980, private civilian employmant has grown by 8 milltwn.
Manufacturing production has increased by 17 percest. Meanvhile,
price inflation has dropped from double-digit levels (1%%°¢
percent in 1980) to less than ¢ percent im 1985. The continued -
efforts of the Administration to strengtherms the domestic economy .
through the restoration of n.qnintlutionarquzovtn will ‘l}'ofl“p ;
further strangthen our economy’s parformancs coming years‘and
improve our international competitiveness. ' b o

v
Internationally, ths Adainistration's trade policy hal’*ahign
to step up efforts for a more open and fairer system of intérha-
tional trade, in which market forces also operata more ' fresly
from government rsatrictions and subsidies. The Adwministration
.has striven to reduce foreigm barriers to U.S. exports, [ ¥o
counter forsign subsidy and other unfair practices abroad andrto
use available authority to encourage our trade partners to .live
up to their trade cbligations. o ep—
, . ) T
The Adainistration continues to beliewe that cpen markets,
based upon mutually agreed rules and equitable trading relatifiiN,
are in our national interest. i@

]

e

B
U.S. econoaic activities ars becoming more integrated ¥ren
those of the global economy. Our dusiness firms, workers “aThe

local and national governments must increasingly take into
account this fundamental fact. In 1985, U.S. exports and impotts

- e _ of goods and services amount to 21 percent of our gross national '
product.” This compares to 13 percent in 1970 and only 9 percéit

in 1950. sl

1} . o—
» The trend tovard a greater role for imternational 'tradé i

our aconcmy is irreversible. The rapid growth and change of-tie
economies of other countries, bath developed and developing,
Provide nev and growing markets for our exports and sources of our
inports. As a result, U.S. production and consunption activities
are becoming more integrated with those around the world. crgne

Our dependence on foreign markets for our fndustrialm
agricultural products, and t portant chanon;‘gg.f of foraign
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compatition in ocur domestic market, make it imperative thié@g
continue to foster a strong and internationally competitive
econony and a more ofcn global system for international trade and
s

capital flows. This Administration accords a high priority~to
policies that achieve these cbjectives. o

In spite of the growing importance of international markets
to our aeconomy, there are major thresats to open and market-based
trade. There are extensive government interventions into the
econcmies of our trading partners wvhich impair our ability to.do
business internationally and export. This Administration will:
continue to vigorously seek the liberalization of protectionist
industrial, agricultural, investment and intellectual property
policies overseas in order to enable our producers to increase
their trade and foster U.S. growth and jobs. . ,

Ne must also address the problem of growth of protectionist
pressures at home. Advocates of tariff surcharges frequently
cite the currently large trade deficit of the United States as an
argunent for restricting our businesses' and consumers' ability to

 purchase imported products. Advocates of protection at home

argus that our trade deficit is a drag on our economic growth: -
Yet, such an analysis is as wrong as its prescriptions. -;E;;:;-
The best proof that a free market andl free trade' work*is
our own. grovth success compared to the slower growth of .thae-
economies of our trade partners. Our natiom's trade deficit ‘Hag™
bPacome very large; but at the same time, and for the same reason;
8 million jobs have bean created since 1980. It is importanti to..
enphasize that these nev jobs have been crsated for one of “tH&
very same reasons that the trads deficit has widened: our robust -
growth over the last ssveral years has stimulated demand for both .
domestic and foreign products. This grovimg demand has seryed:
our interest by giving Americans a greatar choice and .lover:
prices, and by helping to keep friendly nations healthy: ands -
stable. We nust recognize that we could not have had our':ouh
vibrant growth without also creating a larger trade deficit. ww’% .
[T | TP
' In contrast to the robust economic growth and rising .demand..
in the Onited States over the last several years, the growthigf™
our trade partners has besn generally slowex. This has furtimgr™
contributed to our trade deficit (and our trade partners' surw—
pluses). While our nation's industrial production grew by ity
percent since 1982, the industrial ocutput of our major developi
country partners generally grew much less ‘-- by 17 percentiyin:
Canada, by 2.5 percent in France, by 8 percant in Germany, ~hfegs
percent in Great Britain, and by 1.4 percent in Italy. | Greatwr~
private investment and spending in these and other countiiss..
would help close the gap between their growth rates and ,OuEE™"
This, in turn, would help shrink ocur trade ‘deficit by expanding:
foreign demand for our products relative to our demand for thdir.
products.  ——— - | : :Pi!i!%'a-

-
i}
"
BREY

i
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Also, the international debt problems of many developing

: nations have cut into their ability to import from the United
States. U.S. exports to highly indabted developing countries
. have bean cut in some cases by half since 1981. As these debtor
ratione adapt palicies which shift theirxr economies away from .
government-controlled to market-oriented decision making, -and

i restors confidenca of the international business and banking
: community, their potential to grow will be restored, and U.S.:.ex-
‘' ports to them will once more sxpand. vt

1 il
: The Administration will encourage debt-burdaned LDCs to
* reduce government impediments to the functioning of marketsiin
' their economies, ancourage production through market incentives
to their business firms and employees, and substitute equity
capital, for debt by sncouraging both domestic and zoroi.z:cinvcst-
zent. These steps will enhance econcmic growth, thereby reasing
debt repayment capabilities and also expanding U.s. export
opportunities. : e

Since 1979, the dollar has risen substantfally in value
relativa to those of the currencies of other major trading
partners. Its rise has been fusled by the inflow of capital from
abroad seeking the returns and safety provided by our economy.

. These capital flows have added to our productive rescurces and
‘ have helped to put a 1id on inflation. FE

The increase in the dollar's value, while enriching :our

economy, has also placed additional impediments in the way of -our

i sxports and has acted to encourage imports. The Administration
is concerned about the effect of ths dollar's rise in value' on
ability to compete internationally. Many U.S. producers have
become less competitive relative to their competitors overseas
because of ths dollar's increase in value over the past 6 years.
There are, howaver, no quick fixes for the dollar. Peraistent
intarvention or the "pegging® of exchanga rates at artificial .
\ , levels are not fesasible approaches. The cdollar's strength, Tin
iR part, reflects the relative strength of oux economy. We should
o also avoid attempting to limit the inflow of capital which scaks
‘ ' to take advantage of, and contributes to, the positive prospects
for our economic growth. . : \ E.ﬁ‘“;"

; A ki

' There would be an important contribution to nodo:a’ting‘::i he
' dollar's rise if the policies of our trade partners succeededi:in
accelerating the growth of their economies. There would béisan

b important contribution to the growth of U.S. exports through. BSEh.

‘ a gradual strengthening of their currsncies and the affectsof
; their expanded incomes on their purchase U.S. products..i:The
L Administration is encouraging our trade partners to adopt poli&ies

: ~ 177 that will accelerate their econcmic growth, and will urga:Bonn

: Sumzit participants to act on their commitments to remove domestic
{ 'rigidities and imbalances in their e . We ars not ‘seeXiny: !
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old-fashioned "pump-priming® increases in government spend )
but .rather policy shifts such as expenditure reductions,.=ftax
reforn, and financial market liberalizations which permanerntly
increass growth opportunities. ot

iy
- AFHE, . .

This Administration has achieved a major objective thati is
fundamental to an internationally competitive sconomy and-an
effective trade policy. The Administration's economic recovery
program provided incentives to imvest, increase productivity and
diminish inflation froa the dangarcusly high levels reached::in

‘1979 and 1980. The resulting reduction in interest rates.and

inflation, coupled with lower marginal tax rates for individuals
and businesses, have encouraged investment and yielded a combina-
tion of a strong recovery with lower inflation. v

[ R

------

The expansion in investment since 1982 has been the most
rapid of any economic recove in the postwvar period. 'Tha
investasnts being made today rssult in long-term enhanced
U.S. competitiveness relative to foreigm producers in both
overseas and domestic markets. It is important to our inter-
national competitiveness to maintain, under our tax policies, the

'stimulus to savings and investmant. The Administration las

ratained, as part of its tax zeform proposals, the elementsi-of
our tax code that are favorable to individual and business
savings and capital investment, including reduced individual ‘and

.corporate tax rates, indexed depreciation of assets and_the

retention of the tax-credit provision for ressarch and developaent
expsnditures, ~The President’'s tax reform proposal is essential
to strengthening the economy and making U.8. businesses. mcre
compatitive in international markets. : _ ——

. Iy

Another major Adwinistration initiative -~ to reduce fedaéral -

sxpenditures ~-- is also important to the improvement of 'tur
intarnational competitiveness through a soderation of the dollar's
value and the reduction of the claims that such expendituiss:
place on the nation's resources. 1In 1984, total private investment

spending in the United Statss amounted to $637 billion, while
total business and personal savings sxceeded $675 billion. These

-savings would have been sufficient to finance our private invest-

nment expenditures had it not been for the fedsral budget deficit
of over $173 billion last year. This deficit absorbed domestic
savings, required the importation of many billions of capital
boi-fowod from abroad, and contributed to raising the value of the
dollar. e

The high level of federal government expenditures and budéiai:
deficits have also had other negative effects on our nation's
international competitiveness. ' st

First, they have prevented interest rates trom bo'tnq turt?x%;
reduced. Indeed, unless government snditures are brought back

»kl;l}tﬂ“
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in line with revenues, interest rates could rise later, thereby
raising the cost of investment funds to U.S8. firms. The recent
report of the Prasident's Commission on Industrial Competitivenass
indicated that the financial cost of capital is a major problen

for U.S. companies competing in world markets. .We must bring-

interest rates down turther by reducing federal governngnt

e

4:-13 o
UL

The Administration has strongly pressed the Congressg™to
reduce federxal expenditures substantially. Such reductions 'would
nat only benefit our domestic econscmy, but also substantiilly
inprove our international competitive standing. Intersst riLés
wvould be further reduced, more rescurces wvould be releasec=iy
more productive uses in the private sector; and, very importantly,
wve would expect to see an improved level of the dollar that vou?
banefit U.8. export and import-competing industries. A reduction

in the government budget daficit may not lead to & substant¥al-

decline in the value of the dollar; if domestic and foreign
investors also perceive that accomplishment as further increasing
the attractiveness of U.S. assets, a large dscline in the do}lar
vill not occur. 1In any case, howsver, tighter control over
federal expenditures and greatar public sector efficiency wéiild
improve the performance of the economy and our international
compatitiveness. - )

The Administration also continues to work to reduce-the
burden of federal regulations that unnecessarily hamper U.S. ..
sconomic growth, productivity and exports. Oon the export side,
the Administration sought and obtained legislation in the form-of
the Export Trading Company Act of 1982, allowing banks to patti-
cipate actively in the formation of export trading companies to

 facilitate U.S. axports of goods and services. The Administration

will continually review the oparation of this Act, and progbse -

further modifications if there is a need to do so.: . s

' A

In the domestic regulatory arsa, the Administration hdlj;mlg
that introducing more competition into previously regulated

,sectors will increase productivity and sur international compati-

vhen reviewing proposed requlations and when developing further
deregulation initiatives. The Administration will examine“the

tiveness. The Administration will also consider trade implications

‘use of the trade leverage created by its deregulatory processs«to

seek to open foreign markets, thereby minimizing the problem-~of
fres rides for foreign supplisrs. s
! ' i viiie

The Administration will increase efforts to protect intelYEE:

tual property rights domestically (patents, copyrights, trade~
marks): we will accelerate work in this area with a view towazd
possible Administration legislative and administrative initCi:

tives. [ sme——

The Administration is also reviewing, and will a.-km"

anend, if warranted, anti or regulations that mP;gg

- b~ -
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The Administration is also actively supporting u’.s.g;;t‘gg;aﬁ_- ;

interests by pursuing initiatives in the imternational financial

and development policy area. At recent sconomio summit'Zhd

' ainisterial meetings, we have urged our foreign partners-to
. pursue economic growth-orianted policies. <This would reduce-the

. U.S. trade deficit through increased demand for our exports, Efd
V- wvould also provide additional export opportunities for debt-

CRITMG

. The Administration actively supports the efforts being
coordinated by the International Menstary Fund and World Bank £o
help strengthen the international financiml system and promgte
sconomic development. e

To this end, the United States is prepared to consider~the
possible value of hosting a high~level meeting of the major
industrial countries, in orxrder to review the various iswyuy
involved in transforming the findings of the Group of Ten into
appropriate action. Such a special mesting could build on’ the
G-10 studies by considering, in a cooperative fashion, “ehe
policies and performance in ths major industrial countries, ~and
‘hov these can be improved to promote convergence tovira

non-inflationary growth. . 1 . ettt

+  U.S. exports have suffered in recent years as a result of XRe
extarnal debt crisis affacting a number of developing countries:
For example, U.S. exports to lLatin America have declined substan-
tially in recent years in light of the serious debt-gervicing
problems of many countries f{n this region. Conditional IMF
financing programs can .assist debtor countries in making™a
transition to sustainadle growth. To this end, it is important
that the United States support INPF efforts to seak macro and
micro-economic policy reform as part of financial assistaincs
y packages negotiated with dsebtor countries. . e

1 CHN——
AT

The Administration beslieves that reform of trade and invests:
mant policies should be part of the policy reforms being negotiated
by the IMF as part of conditional ‘financing prograas. . Reduced
export subsidies and liberalized trade barriers will benefit many;
developing countries' efforts to improve economic efficiency -and-

. accelerate economic growth. The Adminstration continues to press.
~ for thess raforms in its representation and voting in the IMF:
: Such efforts will contribute to0 a more open and healthy inters"
nnt&::al environment for U.S. and developing country trade and

qro - ; . i + iy W

A S
TN

In its relaticns with the World Bank, the Administration has

been pressing for expanding the role of hes private sector in.

promoting long-tara economic growth in developing cauntries. _Thé
P A e e TR Y -
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-Adminlstratlg;m believes that less government intervention iniths
-ecorrowies of developing countries and fewver restrictionsizon
‘"domestic and foreign investment will greatly assist rapid deveiop-
'ment and growth of world trade. A reduction of devaloping

country restrictions on foreign investment can promote competition -
and reduce the inefficiency created buy protacted donestic
monopolies, at the same time providing funds and productive
capabilities to meet thess countries' debt service requirenments.
The Administration supports the implemsntation of the Multilateral”
Investaent Guarantse Agency recently negotiated in World. Bank
meetings, in order to help promote the flow of international

- investment., The Administration also encourages developing

countries to nagotiate individual agresments to protect and give

'national treatment to foreign investment. - ';X‘TDE‘;;E
< ave s didi

Price controls and subsidies normally distort both development
and trade and lead to wasteful uses of World Bank funds and the
development of industries whose survival in the internaticnal
narkatplace depends upon continuing government aids. :'Such
policies can also inflict damage on U.S. industries which are in
competition with government-assisted foreign companies.’ The

i

Administration will continue to press the World Bank to assist)in

promoting market-oriented development policies. e
. i

Ixade Policy: Ensuring Rettex Access and Faixer Trade i Seie
. P b ET

s b

U.S. trade policy must be based on a realistic appraisalllsy.
our nation remains strong and vibrant, the economic leader of.:the
free world with a political leadership role based on that - =%
strength. To carry ocut this role we must lead in creatiny
conditions of opan and expanding internatfonal trade that.widid

" the position of the United States in the world economy. Cleafly

.contribute to global prosperity. 4 ruverd

The Administration reaffirms its basic trade policy pouiéf%’h_
as enunciated in its July 8, 1981 statement. In accordance: Jith
that position, the Administration will continue to pursue - more
open access to markets abroad for U.S. exports and fairer. con=
ditions of trade, while opposing policies at homs and abroad  that
is protectionist. We seek substantial trade liberalization.trem
our major developed and advanced-developing trade partners 'that
will cpen their markets to U.S. products as much as our markets
have been open to their goods and services. The United Statesiis
teking the initiatives that are necassary to achieve more equitabls
conditions of access in a number of foreign markets, particulariy

Japan and Europe. g
- .
kb

Our trade policy must combine concerted efforts with our
trading partuners to attain fair competitive conditions in ‘the
world trading comamunity over the long run with a willingness
to take temporary steps, as Necessary, to ensure fair competitive
conditions for U.S. prod + V- . | ‘ s
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Other nations must understand that the political -uppbi-“E;!-;n
the United States for bujilding a more open trading system wiliibe
impossible to maintaini if progress in achieving more open:: and
fairer trade is not made soon. The United Stataes will,:as
Adninistrations have done in the past, initially approach inter--
national trade issues in a determined, bhut non-confrontational,
vay. But, if necessary, we will take actiom to achieve more ocpen
foreign markets and defend ourselves against unfair foreign trade
practices. Py

P ]

Awaiay

The Administration will step up the use of the authority
given to it by Congress to address foreign unfair trade practices
vhich distort U.S. trade and investment and will vigorously
pursue U.S. trade interests and rights under U.S8. laws and ‘the
GATT, and will see that othar countries live up to their trade
agresment obligations with the United Statess. '

, _ The Administration will continue its vigorous enforcement of
U.5. lave aimed at countering foreign dumping and subsidy prac-
tices. Competition in international trade should involve business

s firms, not government treasuries. This c<all for the diligent

' negotiation of international rules on expoxt subsidies, a high-

priority endeavor of this Administration. Where such rules are
absent, inadequate, or unsatisfactory in their implementation,
| the U.S. will, vigorously protect its legitimate market share

. 'againat the subsidy programs of othar nations. b

-

A .'Jil‘ .
w o bt

The Administration will also step up its efforts to address

: ‘ the prablem of foresign governments® financial assistance’ to

! | ' exports, particularly vhere mixed credits are involved,” while
\ , pPressing for international agreement eliminating subsidizag
: export financing. So-called "mixed credits” arise when governments

. combine export credits with financial assistance grants of _-;zundé

'in order to lower the cost of credit on their axport .sglfé‘ 3

. Mixed credits are a significant and growing subsidies problem i
} ; ‘the world trading system. The Administration is directing g

¢
. ithe- |
|
!

. ,Export-Import Bank to begin an aggressive targeted mixed  cradi:

‘ ! ‘lending policy. At the same time, the Administration vill.seek.:
vt _ ,$300 million appropriation for grants to support up to $1 billiw
E \ 'in mixed credit loans. , , ooRERE L

. gz
ool

N The Administration will be receptive to potitioﬂ'n?ﬁ!!’!?rﬁp n
U.S. firms and individuils that present valid co-ph:l,ﬁts-.’_ﬁgoé;;
foreign unfair trade practices. The President recently announced
five cases of Administration-initiated cases under Section 3010
the Trade Act of 1974 to address unfair trads practices abroad..
This is the first time that any President has taken this bold" |
step. The Administration will take tactical measures aim@dag

......

eliminating unfair foreign trads practices and opening forsign

markets, if efforts to resolve such issues through consultatichRi:

fail. The denial or limitation of access to the U.S. market inpjr
be a necessary mesasure in this proca ~

LA
1 .
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The AMdministration supports thes mkot-oponinq ‘obj octivcs ot
equitable access legislation but will oppose legislation that
would require the President to close U.S. markats on the basis of
sectoral reciprocity. The proper approach is to grant the
Adninistration authority to nmu.':t.. foreign barrier reductions. -
The Administration will follow up on its report to the Congress
on the subject of foreign industrial targeting, by continuing to
axanine the potential problems created by foreign targsting, and
vhere appropriate, possible remsdies.

Ne will sesk the ramoval of foreign barxiers and distortions
to U.S. trade in services and high tachnology industries (areas
in wvhich ve have a significant worldwide competitive advantage)
.and to U.S. direct investment abroad, which contributes positively
to .U.S. exports and other overseas earnings. An important new

"priority will be to reduce and eliminate harrhrl to and distor-

tions in U.S. trade nrillnq from Wt. foreign protection of
U.S.-generated intellectual property -~ patents, copyrights and
tradanarks. ""T',"f

in' the 'agricultural trade area, the Administration will
continue to counter foreign export subsidies which endanger our
traditional overseas markets. The Administration will continue
te explore possible uses of its export Payments-In-Kind (PIK)
program to encourage our trade partners, paxticularly in Europe,
to cr:nit themselves to | the dh&mticn of agricultural export
subsidies,.

Free trade is in tho best interest of the citizens of the
United States. Free trade produces more jobs, a more productive
use of our nation's resources, more rapid innovation, and a
higher standard of living. Free trade also advances our national .
security interests by s:rcagﬂnainq the economic and political
systeas of our allies. Protectioniam, in the form of tariff
surcharges or guotas, are costly and contrary to our national
econonic and security interests.

1t 1-, nwortholeas, . recognized int.rnatiomuy that nations
may occasionally find it nmr{ actions that do not
alwvays conform to free trade pr nc:l.plcs. The Administration
will, in appropriate cases, temporarily safeguard U.S. industries
from seriocus harm caused primarily by a surge in imports. Such
action, taken under U.S. trade law, are consistent with our
international obligations. They must, however, raflect the
nation‘s overall sconcmic or security interests. Relief will be
temporary, decline over the por:l.od of relief, and have -the.
prospect of adjustment on the part of the U.S. industry so that"”it
will be competitive after tho ralief is terminated. “"’""'

v‘:.'mﬁ‘-
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relief in the formk of tariffs or quotas would not have enhanced
the long-term competitiveness of the segments of the U.S. indugtry
under strong import pressures the more competitive seguents“-of
the U.S. industry did not require import relief. 1In addition,
the cost of import relief to U.S. consumers would have been ‘many -
billions of dollars and U.8. export industries would have sutfered
froa inevitable retaliation by our affected trade partners. --The
President therefore decided that import relief was not in; the

national interest. Tumiar

¢ oEve s ‘E"‘—!ﬁw

Instead of protection, the Administration will exanine: ways
to promote wvorker retraining. In the recent footwear case,
for exanmple, the President ordered the Secretary of Labor to
devise a plan under the Job Partmership Act to retrain
displaced workers. The Administration will also review existing
vorker assistance programs in order to assure that they promote
an effective human adjustment policy wvhich contributes to vthe
maximum capacity for change, mobility, and increased prodic-
tivity. This review will include an assessment ofs (a) trainming
and retraining programe - sponsored by government, labor-and
business - on a comprehensive and continuing basis; and™Tb)
saployment service, job bank, training, and relocation support
for displaced vorkers in order to minimize human cost and-the
loss of valuable skills. o

The Administration ressrves the right to respend to ecensiic
conditions internationally and to levels of import penetratiocn
that threaten domestic industries essential to our long-term

national security. PFurthermore, the Administration will vigorously

enforce our export control laws in the interest of our own
national security. At the same time, the Administration recognizes
the reality of foreign availabiiity and the importance of our
raputation as a reliable supplier. W¥e are also avire that future
technical advances by U.38. industry depend on maintaining the
widest possible access to forei¢gm markets and on fostering ‘the
widest exchangs of scientific information. ) : oo

m = = | - L-:n".-!fh
There is a need to strengthen the internattional tracﬁn&
systea through the cooperative efforts of the United States and

its trade partners, in order to cbtain better accass and fairer
conditions of international trade. . -

ﬂnl‘i‘:;l
ERUITRN]

There is a compelling need for overhaul of the. General
Agresment on Tariffs and Trads (GATT), which has provided the
international legal framework for internat ional trade over the
PAST 40 years. The GATT's effectiveness has wined in recent
years, primarily becauss its machinery and rules have not been
adapted to current needs of the international tradiing community.:

Thé GATT must be strengthened in the following areaai.
' 1‘ gie ,-" . » RS
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| ,dispute settlement: discipline over import restraints (whether:iii.
! . the -form of safequards, infant industry or balance of payments
restrictions) and rules on ths use of export subsidies. . GATT
negotiations must also achieve a vastly improved environment 'for
| . -~ 'the conduct of trade in agricultural products. Negotiations are
' ' needed to more fully complets work on the non-tariff barrier
o | codes which vers initially developed in the Tokyo round. And:the
- i 'GATT must examine issues and extend its domain areas which  are

. ,
Uy b
ll : +

]

i ' increasingly important to international trade, including ‘the
‘ - - protection of intellectual property, trade in services, and
| -trade-distorting investment practicess. . *T*‘;:,::Eg; {
. i oL A
; . The United States has urged its trade partners ,t’d‘%-.‘c"ﬁ’ﬂirn
into a new round socon to deal with thess issues in tho: GATT..
:Such a round would send a positive signal that GATT nenbers
' reaffirn their belief in an open trading system and in the GATT.
48 an institution capable of adapting itsmelf to changing con:
; ciutionl. We would hope that negotiations in the GATT cmllld:hgggl_lj
i n 1986. i : NECh 5 T EN

* . _ While our bhighest priority remains the improvement [ofiEhe
world trading system through a new round of multilateral 'trade
negotiations, the United States remains intarested in the posyi=- -
bility of achieving further liberalization of trade and investment
through the negotiation of bilateral free trade arrangsments
\ such as the one recently concluded with Israsml. We believe that,

under certain circumstances, such agreements could complement our
multilateral efforts and facilitate a higher degres of liberalizaz
tion, mutually beneficial to both parties, than would be possible-
vithin the multilateral context. .. vasn

i AV
R

The United States will give careful consideration to vany-
saricus proposal ta anter into the negotiation of such agreements.
The paramount factor in evaluating such proposals will be their
economic value to the United States; we will not pursue any
agreement which is not clearly in our economic and commaercial..
interest. Finally, the prospects for significant progress .in—a
nev round of multilateral trade negotiations will also influence
our deliberations on such bilateral initiatiwves. ' o

The Administration will consult closely with Congress :.,ihﬁ.,
wvith representatives of the private saector before making sany

A decision with respect to prespective bilateral free trade agree~
ments and it will notify Congress of its intentions in accordaiics
with existing U.S. law. gtk

¢ ety
R b

In addition to possible bilatsral free trade agreements, *thie
United States will undertake other bilateral efforts to improve
access for U.S. trade and investment. These bilateral effoEts
will address specific issues. Recantly, the United Stataes
entered into sector-specific discussions with the governmenti. of
Japan to improve access for U.S. producers of telecomnunicatighs
squipment, medical and phaicu products, electronics goods

MR A .

2 L il
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and forestry products. New sectors will be added that offer g_{i;
promiss of expanded U.S. exports. R

"
The Administration also entared into discussions with the
Japanese governzent to sesk more cpen financiial markets in Japan -
and a role for the yen which more reflects Japan's increasing
econonic importance in the World economy. We will be following-
up on commitments made by Japan in this area. ! -

Other bilateral trade-related initiatives include efforts.by
the United States to negotiats bilateral investment treaties with
less-developed and advanced developing countries. Such treaties
provide nondiscriminatory treatment, protection against expro-
priation, the right of free transfer of funds, the arbitration of
investment disputes and, coverage of intellectual property -for
U.S. investors. : it e

i i i e

Sumnazy of the Administration's Zrade Policy e
- 17 R .

At .this time of major challenge to the futurs of U.S.-and
vorld trade, the Administration will carry out an active progran
to address the two key elements of its trade strategy -- main-
tenance of a strong and growing economy and more open and fairer

conditions for U.S. trade. 1In this connection, the Administration
will do the following: ! o

)
o At

T

1. The Administration will, for the benefit to our interfias
tional trade as well as our overall domestic economy;
vigorously seek to bring federal spending under control.
The Congress and public must more clearly recognize the
adverse impact of excessive government spending and
budget deficits can have on the dollar's value and
U.S. trade. The Congress alsc has & major responsibility
to bear, in this respect, to help reduce our trade
deticit. P

3. The Administration will continue to urge that the
Congress adopt the President's tax reform proposal;
which is essential to strengtheming the economy and
Mk:g U.S. businesses more competitive in international
markets. . : t

o o
~UriaE

L aiads)
alirwra

3.  The Administration will review, and will seek to amend.~
. if varranted, our domestic anti-trust lavs or regulatiGra. .

to the extent that they unnecessarily impede Uy
international competitivensss. , : —————
|

4. The Administration will consider trade hpl'icit{‘i.fi'
vheh revieving proposed lations and when develdping—
5 b L . . l.‘ S - —_,11“ * ‘ S ) ‘é
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L ; | further derequlation initiatives. The Administration.
: : : vill examine the use of the trade leverags created by
| | . its deresgulatory process to seek to open foreign
: markets, thereby minimiszing the problem of frae. rides.
for foreign suppliers. ) L 5@* "
T . Vet ity
L a 5. The Administration will increase efforts to protect
- intellectual property rights domestically (patents;, .
. ' ( ' copyrights, trademarks); we will accelerats irorkjg-,-I-
! this area with a view toward possible Auinistration
- legislative and administrative initiatives. L {;::g_
. : by B
§.. The U.S. will encourage our trading parthers 'to:addpt.
, policies that will accelerate their economio growth
thereby expanding our export opportunities. Specifically
we will urge Bonn Summit participants to act on thair
! v commitments to remove rigidities and imbalances:-in
their aconoxies. The U.S. will also continue to. Uae
discussions in the INF and OECD to pursus this strateay.

Al

7. The Administration will encourage dabt-burdened LDCs] to
reduce government impediments to the funotioning' ot
markets in their economies, encourage production
through market incentives to their business firms .and
sEployees, and substitute equity capital for debt by
encouraging both domsstic and fore ign invcllta.nt. S inlid

hAL o8
*

8.  The 1984 yen-dollar efforts toward liberalising Japah's
financial markets and internatiomalizing the yen will
continue. T re—

B
1 . LD
+ L ey -

At

j ' ' : --..t:l i
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v 9. Bacause the United States depends upon both exports-and-
imports for its prosperity and because protectionismiis

too costly, the Administration'’s goal will be j'to

- Presarve as free and fair trading system as pouib?;g;

‘I R fﬁ;‘ﬂ&

10. The United States will vigorous ly pusue its i'fi'é"h'ﬁ.

and interests in international commerce under U.S. Iraw

and the GATT, and will see that other countries liverup

¥ to their obligations and trade agreements with ERe
United States. pruind

'
-

T
Ay

11. The Administration will continue vigorous onfo;c":'é’.%-
zent of U.S. antidumping and countervailing duty laws:™

= Hemtiiny

12. In the past, the U.S. has initiated Section 301 unfaif
trade cases only in response to formal petitions for

action from U.S. _.she Administration wiil,

gt
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Co as| appropriate, 8lso self-initiate such cases. to
P ! - address foreign unfair trade practicss. b e
‘ 13. Where export subsidy rules are absent, inadequate,’or
' : : unsatisfactory in their implesantation, the U.S. will: -
S vigorously protect its legitimate market share against’.
L ;  the subsidy programs of other nations. Also, ‘the .
: | ' © Administration is directing the Export-Import Bankito -
. oo - begin an aggressive targeted mixed ocredit lending
; policy. At the same time, the Administration will
P . seek a 5300 million appropriation for grants to suppoit '
I f up to $§1 billion in mixed credit loans. R .
. | Twne Vg
14. The Adminjstration will take tactical measures aimed-at
‘ sliminating unfair foreign trade practices and opening
! foreign markets, 1if efforts to resolve such issies
through consultations fail. The denial or limitation
of access to the U.S. market may be a nscessary Asasure
; - in this process. : ‘ R 2
. ; T : R v i
i 15. The Administration will support the market-opening
objectives of equitable access legislation; but it 'will -
SFpose legislation that would require the Presidont.to
» close U.S. markets on the basis of sectoral reciprocity:
The proper approach is to grant the Administration
authority to negotiate foreign barxier reductions. ei”éﬁ:,
16. The United States will continue market-oriented sector
selective (MOSS) discussions with Japan. However, time
linits will be placed on existing sector discussions,;
at the end of which specific commitments will“be
evaluated and follow-up procedures begun. Naw sectors
vill be added that offer the promise of expanded
U.S. axports. ’ -
R "y

17. The Administration will follow up on its reports to.tha
Congress on the subject of foreign industrial targeting
by continuing to examine the potential problems created

- by foreign targeting and, wherse appropriate, possible
remedies. . o imivl
| ' -

A i
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LS. EXport Promotion Policies R e
: : o m!}
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[

18. The United States will seek to reduce our nation's tfidds’
deficit through increasing exports instead of restricting
izports. An example is the 52 billion export enhancement.
program (BICEP). i3 Ei‘; -

. ~ S

19. The Administration will work with private sector
advisory groups (e.¢g., the President's Export Council)-
to improve export promotion and to help U.s. companies

v

look at global mar
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- 30. The Administration will svaluate Federa
. activities during the fall budget

L tiveness.

Practicas Act.

.1+ a«&d Palr Trade

' ; 23. The Administration will examine possible bil’iijé};g;;
' ' and plurilateral negotiating opportunities, ‘both

- | to improve market access and emhance fairness ~.Aand

| promote wider interest in the multilateral negotiating

process. . :

country. -

Mnmmmmn

may be necessary.

26. Import relief, whenm undartaken, will be tr
temparary, time-specific, decline over the
‘ relief, and lead to greatsr competitiveness.

47. The Administration will reviev existing worker asnigt&%ﬁ
. programs in order to assurs that they promotetyn
N effective human adjustmsnt policy which contributesiito
: the maximum capacity for change, mobility, and incre 5‘“‘

productivity.

essential to ocur long-te

C : : 22. There is a great need for a more comprehensiv
- Lo plined and effective system of world trade
' : , system needs fixing! The Administration will ma
r i efforts to launch a new GATT trade round.

4. If:roqucst':od by the Government of Canada
prepared to wvork with the Congress in exploring
i sibilities of a free trade arxangesent with

)
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1 export promotion
review, and alter
these activities as necessary to improve their effec-

; 21. The Administration will again seek lnqislatiori%b
rexcve the export disincentives im the Foreign Corrupt
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28. The Administration reserves the right to respond’to
economic conditions internationally and to levels'hof
import penetrationi that threatem domestic indust

ifm national security.
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25. The Administration is committed to markst-based solut
to . trade problems, at homa and abroad; but occasiolix]
exceptions, in the form of relief from import competition
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The Administration will vigorously enforce our expor
control laws in the interest of our own na:fggs
sscurity. At the same time, the Administration recog-
nizes the reality of foreign avallability and -the -
importance of our reputation as & reliable supplier ™.
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